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Performance of high growth firms in Scotland
12 Moving on from the Vital 6%, ERC, 2014
13 See for example High Growth Firms and Productivity - Evidence from the United Kingdom (Nesta 2013)
14 Scotlands national Performance Framework
15 (XURVWDWķ2(&'0DQXDORQ%XVLQHVV'HPRJUDSK\6WDWLVWLFV
16 High Growth Enterprises 2013-2016216
 For example, 2016 data refers to enterprises that have grown by at least 20% over the preceding three years i.e. 2013-2016
18216QRWHWKDWWXUQRYHUGDWDVKRXOGEHXVHGZLWKFDXWLRQDVWKH\DUHGHULYHGPDLQO\IURPDGPLQLVWUDWLYHVRXUFHVZKLFKWKH\DUH
unable to validate.
Jennifer Turnbull and Kenny Richmond, Scottish Enterprise  
Abstract
+LJKJURZWKŏUPVFRQWULEXWHGLVSURSRUWLRQDWHO\WRHFRQRPLFJURZWK7KLVSDSHUVXPPDULVHVQHZGDWD
IRU6FRWODQGDQGFRPSDUHVSHUIRUPDQFHWRRWKHU8.UHJLRQVLQKLJKJURZWKSHUIRUPDQFH7KHDQDO\VLV
considers the proportion of the business base that achieves high growth, characteristics of high growth 
ŏUPVLQWHUPVRIVL]HDQGSURGXFWLYLW\DQGWKHSDWWHUQRIKLJKJURZWKDFURVVORFDODXWKRULW\DUHDV7KH
DQDO\VLVVKRZVWKDWKLJKJURZWKŏUPVLQ6FRWODQGFRQWULEXWHOHVVWRHFRQRPLFDQGSURGXFWLYLW\JURZWKWKDQ
those in other parts of the UK.
1. Introduction
$UDQJHRIUHVHDUFKDQGDQDO\VLVVKRZVWKDWKLJKJURZWKŏUPV+*)VFRQWULEXWHGLVSURSRUWLRQDWHO\WR
economic growth. For example, in the UK over the 2010-13 period, HGFs accounted for about 1% of all job 
FUHDWLQJŏUPVEXWRIWKHMREVFUHDWHGE\MREFUHDWLQJŏUPV12. HGFs are also more likely to be exporters, 
WRLQQRYDWHDQGWRKDYHKLJKHUOHYHOVRISURGXFWLYLW\WKDQORZHUJURZWKŏUPV137KLVVXJJHVWVWKDW+*)VDUH
more likely to create higher quality, higher paying jobs. 
7KHQXPEHURI+*)VLVDQLQGLFDWRULQ6FRWODQGöV1DWLRQDO3HUIRUPDQFH)UDPHZRUN14, and developing a 
better understanding of HGFs in Scotland will contribute to our evidence base on their contribution to 
economic and productivity performance.
7KLVSDSHUFRQVLGHUVWKHODWHVWGDWDRQKLJKJURZWKŏUPVLQ6FRWODQGDQGXVHVWKH2(&'GHŏQLWLRQall 
enterprises with 10 or more employees and annual average growth (employment or turnover) of more than 
20% per annum over three years (equal to 72.8% growth)15. 
7KHDQDO\VLVLVEDVHGRQD+*)GDWDVHWSXEOLVKHGE\WKH2őFHIRU1DWLRQDO6WDWLVWLFV21616, which 
provides data on the number of HGFs by UK Government Region and local authority areas from 2013 to 
2016SURYLGLQJIRXU\HDUVRIWUHQGGDWD'DWDLVSURYLGHGRQKLJKJURZWKLQWHUPVRIHPSOR\PHQWJURZWK
(PSOR\PHQW+*)VWXUQRYHUJURZWK7XUQRYHU+*)VDQGHPSOR\PHQW	WXUQRYHUJURZWKFRPELQHG
(PSOR\PHQW	7XUQRYHU+*)V18.  
 +LJKJURZWKŏUPVLQ6FRWODQG
7DEOHVKRZVWKHQXPEHURI+*)VLQ6FRWODQGRYHUWKHSHULRGWRDQGWKHQXPEHUH[SHULHQFLQJ
growth in employment, in turnover and in employment and turnover. Firms in Scotland (and in all other UK 
regions) were far more likely to achieve high growth through increases in turnover than in employment, with 
IHZŏUPVUHDFKLQJKLJKJURZWKYLDLQFUHDVHVLQERWKHPSOR\PHQWand turnover. 
In 2016, there were 910 Employment HGFs, employing just over 106,000 people. Employment in Scotlands 
7XUQRYHU+*)VZDVZLWKMXVWXQGHUZRUNLQJLQ(PSOR\PHQW	7XUQRYHU+*)V
2YHUWKHIRXU\HDUSHULRGWKHJHQHUDOWUHQGKDVVHHQDQLQFUHDVHLQWKHQXPEHURI+*)VLQ6FRWODQGDQG
6FRWODQGöVVKDUHRIDOO8.+*)VKDVVWD\HGUHODWLYHO\VWDEOH7DEOH
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Table 1: Number and characteristics of HGFs in Scotland, 2013 - 2016
2013 2014 2015 2016
7XUQRYHU+*)V 1,285 1,385 1,865 1,945
Employment HGFs 800 980 830 910
(PSOR\PHQW	7XUQRYHU+*)V 340 415 405 435
Source: ONS
Table 2: HGFs in Scotland as a percentage of UK by characteristic, 2013 -2016
2013 (%) 2014 (%) 2015 (%) 2016 (%)
Employment HGFs 6.4 6.9 6.8 
7XUQRYHU+*)V 6.4   
(PSOR\PHQW	WXUQRYHU+*)V 6.0 6.6 6.5 5.9
Source: ONS
7KH+*)UDWHLVGHŏQHGDVWKHSURSRUWLRQRIDOOHPSOR\HHŏUPVWKDWDFKLHYHKLJKJURZWK19, and it can be 
used to compare Scotlands HGF performance with other parts of the UK.
,QWHUPVRIHPSOR\PHQWJURZWK6FRWODQGöV+*)(PSOR\PHQWUDWHLWZDVLQWKHZHDNHVW
SHUIRUPDQFHRIDOO8.UHJLRQV&KDUW6FRWODQGKDVEHHQLQWKHERWWRPTXDUWLOHHDFK\HDUVLQFH7R
match the Employment HGF rate of the UK average (6.4%), Scotland would need an additional 113 HGFs, 
DQGDIXUWKHUWRUHDFKWKH(PSOR\PHQW+*)UDWHRIWKHWRSTXDUWLOHRI8.UHJLRQV20.
Chart 1: Employment High Growth Firm rate (%) by UK Region, 2016
Source: ONS
197KHFRXQWRIVXUYLYLQJHQWHUSULVHVZLWKHPSOR\HHVUHSUHVHQWVWKHVWDUWLQJSRLQWIRUWKHFDOFXODWLRQRIKLJKJURZWKXQLWV
Counts represent those units who were present in xx-3 with 10 or more employees and who survived to year xx. High Growth 
enterprises are then calculated from this population by measuring the change in employees between xx-3 and year xx. 216
20 Scottish Enterprise calculations for HGF gap estimates.
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Chart 2: 7XUQRYHU+LJK*URZWK)LUP5DWHE\8.UHJLRQ
Source: ONS
In terms of turnover growth, Scotlands HGF turnover growth rate was 12.1% in 2016, again placing it last of 
all UK regions (Chart 2).  Scotland was also in the bottom quartile in 2013, ranked in 11th place, although 
performance improved relative to other regions in 2014 (ranked in 6th place) and 2015 (ranked in 5th 
SODFH,WLVQRWFOHDUIURPWKHGDWDDORQHZK\6FRWODQGöVUHODWLYHSHUIRUPDQFHKDVFKDQJHGVLJQLŏFDQWO\
RYHUWKHSHULRG7RFORVHWKHJDSZLWKWKH8.DYHUDJHUDWH6FRWODQGZRXOGQHHGDQDGGLWLRQDO7XUQRYHU
HGFs, and a further 200 to reach the rate of the top quartile of UK regions.
Chart 3:(PSOR\PHQW	7XUQRYHU+LJK*URZWK)LUP5DWH
 
Source: ONS
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Chart 4: Scottish Local Authority Employment HGF rate, 2016 (%)
Source: ONS
Chart 5:6FRWWLVK/RFDO$XWKRULW\7XUQRYHU+*)UDWH
 
Source: ONS
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Chart 6:6FRWWLVK/RFDO$XWKRULW\(PSOR\PHQW	7XUQRYHU+*)5DWH
 
Source: ONS
In terms of employment andWXUQRYHUJURZWK6FRWODQGöV+*)UDWHZDVLQUDQNLQJLWDJDLQDV
the weakest of all UK regions (Chart 3) and Scotland was in the bottom quartile of UK regions in 2013, 2014 
DQG7RPDWFKWKH8.DYHUDJHUDWH6FRWODQGZRXOGQHHGDQDGGLWLRQDO(PSOR\PHQW	7XUQRYHU
HGFs, and a further 121 to match the rate of the top quartile of UK regions.  
+*)VRIDWOHDVWRQHGHŏQLWLRQFDQEHIRXQGLQHDFKORFDODXWKRULW\DUHDLQ6FRWODQG7KHODUJHVWQXPEHU
were in the cities of Glasgow, Edinburgh and Aberdeen (Appendix 1). Considering HGF rates (Charts 4 to 6), 
0LGORWKLDQKDGWKHKLJKHVW(PSOR\PHQW+*)DQG7XUQRYHU+*)UDWHLQDQG:HVW'XQEDUWRQVKLUHKDG
WKHORZHVW2YHUDOOUXUDOORFDODXWKRULW\DUHDVWHQGHGWRKDYHORZHU+*)UDWHV
 &KDUDFWHULVWLFVRI+*)6
Average HGF Size
+LJKJURZWKŏUPVWHQGWREHODUJHUWKDQWKHJHQHUDOSRSXODWLRQRIŏUPVZLWKHPSOR\HHV217KHSDWWHUQ
RIŏUPVL]HDQGE\+*)W\SHLVEURDGO\WKHVDPHDFURVVHDFKRIWKH8.UHJLRQVWKHODUJHVWŏUPVDUH
(PSOR\PHQW+*)VDQG(PSOR\PHQW	7XUQRYHU+*)V$OOWKUHHW\SHVRI+*)DUHRQDYHUDJHODUJHUWKDQ+*)
HPSOR\PHQWDQG+*)HPSOR\PHQWDQGWXUQRYHUŏUPV
Scotlands HGFs are smaller in terms of employment than the UK average, and smaller than most other UK 
UHJLRQV&KDUWVWR
21 %XVLQHVV3RSXODWLRQ(VWLPDWHV8.*RYHUQPHQWKDYHGDWDRQWRWDOHPSOR\PHQWDQGWXUQRYHUE\ŏUPVL]HEDQG
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Table 3:$YHUDJH+*)ŏUPVL]HQXPEHUHPSOR\HG6FRWODQGDQG8.
1XPEHURI(PSOR\HHV
6FRWODQG UK
Employment HGF  143
(PSOR\PHQW	7XUQRYHU+*) 116 140
7XUQRYHU+*) 68 92
$OOHPS 65 
Source: ONS
Chart 7: Average number of employees per Employment HGF by UK region, 2016
Source: ONS
Chart 8: $YHUDJHQXPEHURIHPSOR\HHVSHUKLJK7XUQRYHU+*)E\8.UHJLRQ
Source: ONS
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Chart 9:$YHUDJHQXPEHURIHPSOR\HHVSHU(PSOR\PHQW	7XUQRYHU+*)E\8.UHJLRQ
Source: ONS
HGF Productivity
Table 4: Index of Productivity of HGFs by UK region, 2016 (United Kingdom = 100)
,QGH[RI3URGXFWLYLW\8. 
 UK Region Turnover HGF (PSOR\PHQW+*) (PSOR\PHQWDQG7XUQRYHU+*)
United Kingdom 100 100 100
London 236 133 
South East  138 159
East 56 59 58
Scotland 54 81 
:HVW0LGODQGV 54 104 109
North East 53  59
6RXWK:HVW 51 80 61
1RUWK:HVW 49  
Northern Ireland 48 93 100
:DOHV 41 98 103
East Midlands 40 68 
<RUNV	+XPEHU 38 66 56
Source: ONS
3URGXFWLYLW\LVPHDVXUHGDVWXUQRYHUSHUHPSOR\HH$OWKRXJKWKHWXUQRYHUŏJXUHVVKRXOGEHXVHGZLWK
FDXWLRQWKHGDWDVXJJHVW6FRWODQGSHUIRUPHGUHODWLYHO\VWURQJO\IRUSURGXFWLYLW\IRU7XUQRYHU+*)VWKRXW
RI8.UHJLRQV)RU(PSOR\PHQW+*)DQG(PSOR\PHQW	7XUQRYHU+*)V6FRWODQGZDVUDQNHGWKDQGWK
respectively. London and the South East of England had highest HGF productivity levels for all types of HGF 
7DEOH
*HQHUDOO\LQPRVWRIWKH8.UHJLRQV7XUQRYHU+*)VKDYHRQDYHUDJHWKHKLJKHVWODERXUSURGXFWLYLW\OHYHOV
DQG(PSOR\PHQW+*)VWKHORZHVW7XUQRYHU+*)VDOVRKDYHDYHUDJHKLJKHUSURGXFWLYLW\OHYHOVWKDQDOO
HPSOR\HHŏUPVLQHDFK8.UHJLRQ7DEOH
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Table 5:,QGH[RIDYHUDJH+*)SURGXFWLYLW\OHYHOVUHODWLYHWRDOOHPSOR\HHVŏUPV8. E\8.
region, 2016
,QGH[RI3URGXFWLYLW\$OOHPSOR\HHILUPV 
UK Region Turnover growth (PSOR\PHQW+*) (PSOR\PHQW	7XUQRYHU
HGF
$OOHPSOR\HHILUPV
East 125 56 63 100
East Midlands 104   100
London 296  84 100
North East 143 65  100
1RUWK:HVW 110   100
Northern Ireland 122 100 123 100
Scotland 121  84 100
South East 114  114 100
6RXWK:HVW 131 86  100
:DOHV 106  130 100
:HVW0LGODQGV 105 86 103 100
<RUNV	+XPEHU 100   100
United Kingdom 185  90 100
Source: ONS
Sector of HGFs
Sector data on HGFs is only available for the UK as a whole, and only for Employment HGFs22. It is thought 
OLNHO\WKDW6FRWODQGöV+*)VHFWRUDOPL[ZLOOEHEURDGO\VLPLODUWRWKH8.öV7KHODUJHVWWKUHHVHFWRUVIRU
(PSOR\PHQW+*)VLQLQWKH8.ZHUHZKROHVDOHUHWDLODFFRPPRGDWLRQ	IRRGVHUYLFHVDQGEXVLQHVV
DGPLQLVWUDWLRQ	VXSSRUWVHUYLFHVZKLFKWRJHWKHUDFFRXQWHGIRUDOPRVWRIDOO+*)V&KDUW
7KLVVHFWRUDOSURŏOHPD\LQSDUWH[SODLQZK\(PSOR\PHQW+*)VKDYHRQDYHUDJHORZHUSURGXFWLYLW\DVMREV
LQWKHWKUHHODUJHVWVHFWRUVDUHJHQHUDOO\ORZHUSDLGLQSDUWLFXODUZKROHVDOHUHWDLODQGDFFRPPRGDWLRQ	
IRRGVHUYLFHVZKHUHDYHUDJHZDJHVVDODULHVDUHDQGUHVSHFWLYHO\RIWKHRYHUDOODYHUDJHIRUWKH
private sector economy23.
22 Count of high growth enterprises for the period 2010 to 2016 by district, counties, unitary authorities and standard industrial 
FODVVLŏFDWLRQ216
23 6FRWWLVK$QQXDO%XVLQHVV6WDWLVWLFVŏJXUHV
16 Fraser of Allander Institute
Chart 10: Number of Employment HGFs in the UK by sector, 2016
 
Source: ONS
 &RQFOXVLRQV
.H\ŏQGLQJVIURPWKLVDQDO\VLVRI+*)GDWDDUHWKDW
 Ł Scotlands HGF rate lags most and in some cases all UK regions, and this has been the case for most 
years over 2013-16;
 Ł Scotlands HGFs tend to be smaller than those in most other UK regions, and have lower levels of 
productivity.
7KLVVXJJHVWVWKDW+*)VLQ6FRWODQGSOD\DIDUOHVVVLJQLŏFDQWUROHLQERRVWLQJHFRQRPLFDQGSURGXFWLYLW\
JURZWKWKDQWKRVHLQRWKHU8.UHJLRQV7RLOOXVWUDWHWKHLPSDFWVRIWKLVõSHUIRUPDQFHJDSöZHUH6FRWODQGöV
7XUQRYHU+*)UDWHWRPDWFKWKH8.DYHUDJHZLWKDYHUDJHHPSOR\PHQWLQHDFK+*)EHLQJWKHVDPHDVWKH
8.öVWKLVZRXOGUHVXOWLQPRUHSHRSOHHPSOR\HGLQKLJKSURGXFWLYLW\ŏUPV24 in Scotland.
)URPWKH216GDWDDORQHLWLVQRWSRVVLEOHWRH[SODLQZK\6FRWODQGöV+*)UDWHVODJVDOORWKHU8.UHJLRQV
2WKHUGDWDDQGUHVHDUFKGRHVKRZHYHUVKRZWKDW6FRWODQGSHUIRUPVOHVVZHOOWKDQPDQ\RWKHU8.UHJLRQV
on key drivers of business growth. For example, Scotlands businesses tend to be less innovative than those 
in other UK regions25DUHOHVVOLNHO\WRLQYHVWLQ5	'26 and are less likely to be exporters. Also, Scotland 
has a lower business density than nearly all other UK regions, and this may reduce competitive pressures 
and business growth dynamism28.
Further research that could help our understanding of HGF dynamics would be an analysis of performance 
by sector across the UK regions, and whether there is a sectoral dimension to Scotlands lower HGF rates 
24 Scottish Enterprise calculation
25 UK Innovation Survey, UK Government (2018)
26 Scottish Government %(5'7DEOHV
 $QQXDO%XVLQHVV6XUYH\([SRUWHUVDQG,PSRUWHUV216DQG',7QDWLRQDOVXUYH\RIUHJLVWHUHGEXVLQHVVHVöH[SRUWLQJ
EHKDYLRXUVDWWLWXGHVDQGQHHGV',7
28 %XVLQHVV3RSXODWLRQ(VWLPDWHVIRUWKH8.$QG5HJLRQV216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(for example, the recent downturn in the oil and gas sector as a result of low oil prices is very likely to have 
DŎHFWHGWKHJURZWKRIDODUJHQXPEHURIRLODQGJDVFRPSDQLHVDQGVXSSOLHUVóDVWKH216GDWDVKRZV
Also, a more in-depth analysis of HGF rates in Scotlands cities and how this compares to cities in other 
UK regions may highlight whether there is any geographical dimension to Scotlands relatively weak HGF 
performance.
June 2018
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$SSHQGL[
Number of HGFs by Scottish local authority area, 201629
(PSOR\PHQW+*)V Turnover HGFs (PSOR\PHQW	7XUQRYHU+*)V
Glasgow City 145 315 20
Edinburgh City 115  20
Aberdeen City 60 115 5
Aberdeenshire 50 95 10
Highland 50 90 5
Fife 45 95 10
North Lanarkshire 45 90 20
South Lanarkshire 45 110 5
:HVW/RWKLDQ 35 55 5
'XQGHH&LW\ 30 50 5
Renfrewshire 30 55 5
Midlothian 25 40 60
3HUWK	.LQURVV 25 55 0
'XPIULHV	*DOORZD\ 20 50 5
Angus 15 35 25
$UJ\OO	%XWH 15 35 
East Ayrshire 15 25 20
East Lothian 15 30 5
North Ayrshire 15 35 10
South Ayrshire 15 35 5
Stirling 15 40 5
Clackmannanshire 10 15 25
(DVW'XQEDUWRQVKLUH 10 20 0
East Renfrewshire 10 20 10
Falkirk 10 40 15
Inverclyde 10 20 5
Moray 10 25 0
6FRWWLVK%RUGHUV 10 30 5
Eilean Siar 5 15 25
Shetland Islands 5 15 5
:HVW'XQEDUWRQVKLUH 5 10 0
2UNQH\,VODQGV 0 10 15
Scotland 910 1,945 435
29'DWDURXQGHGE\WKH216WRWKHQHDUHVWIRUUHDVRQVRIFRQŏGHQWLDOLW\
